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KEY ECONOMIC INDICATORS - PAKISTAN 
Official Exchange Rates 
All values in millions US$ Current Rs.9.90 =$1.00 
unless otherwise indicated Prior to Feb 15, 1973 Rs.11.00=$1.00 
A B Cc D E 
ITEMS 1973-74 1974-75 1975-76 %Change C/B or Rate of 
same portion B Growth B/A 
INCOME/DISTRIBUTION 
GNP at constant $3,707 $3,818 . 
(1959-60) Prices Rs.36,705/1 Rs.37,806 +3% 
GNP at Current $8,040 $10,195 
Prices Rs.79,603/1 Rs.100,936 +26 .8% 
Index of Agricultural 
Production (1959-60= 196.0 186.0 -5.1% 
100) /1 
Index of Industrial 
Production (1969-70=100) /2 122.4 120.4 N.A. -1.6% 


MONEY AND PRICES (6/28/74) (6/27/75) (1/30/76) 
Monetary Assets /3 Rs.34,803 Rs.37,830 Rs .42,232 +20.7% +8.7% 
Interest Rate 7/3 8 9 9 ~ +12 .5% 
(Central Bank) (Jul 75-Jan 76) 
General Combined Consumer 157.8 221.7 +15 .5% +26.7% 
Price Index Numbers 
(1969-70=100) /2 
General Index of Whole- +15.2% +26 .0% 
Sale Prices (1959-60= 
100) /2 
BALANCE OF PAYMENTS 
and TRADE 
Gold and Foreign (6/28/74) (6/27/75) (2/27/76) 
Exchange Reserves /3 337.3 443.4 558.7 +50 .8% +31.5% 
SDRs 73 30.0 17.0 30.9 +28 .8% -43.3% 


Balance of Payments (142.0) (118) N.A. - -16.9% 
Surplus (Deficit)/4 (Jul 75-Jan 76) 


Exports (FOB) /2 1,019 1,039 608 +2.0% 


Imports (CIF) /2 1,362 2,332 1,116 +71.2% 


Exports to US 55 39 34 -29.1% 
(FOB) /2 


Imports from US 349 294 186 -15.8% 
(CIF) /2 


NOTE: All years are fiscal July 1 thru June 30. 
* Revised GOP estimate. 
SOURCES: /1. Pakistan Economic Survey 1974-75, 
/2. Central Statistical Office Monthly Bulletins and Key Economic 
= Indicators and Unpublished Data. 
/3. State Bank of Pakistan, monthly Bulletins and Weekly Statements 
and Unpublished Data. 
/4. State Bank of Pakistan Balance of Payments Publications. 
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SUMMARY. Pakistan's GNP through FY 1975/76 will probably increase somewhat faster 
than last year's 3 percent. Agriculture, the most important sector, is likely to 
register an increase in production, because of the likelihood of a record wheat 
crop. Industrial production, however, seems to be holding steady at about last 
year's level. The most serious economic problem Pakistan faces in the short and 
medium term is its substantial foreign trade deficit. Imports are running at more 
than double the value of exports, leaving an estimated $1.2 billion trade gap for 
the current fiscal year, and debt service is high. The recent decrease in the in- 
flation rate, however, is an important improvement over last year’s performance. 


Pakistan is continuing to receive substantial amounts of foreign aid, with this 
year's receipts expected to come close to last year's $1 billion level. Nearly 
half of this will probably come from OPEC countries. Most of the balance is pro- 
vided by the U.S. and the other western countries and international lending 
institutions which form the Aid to Pakistan Consortium and have been Pakistan's 
major traditional sources of aid. The U.S. aid program is focused on agriculture, 
rural development, population planning and health. Other lenders are assisting a 
variety of agricultural and industrial projects. 


The Government continues to reiterate that foreign investment is welcome in 
Pakistan. Nonetheless, the attitude of both foreign and domestic investors is 
cautious, and private investment, especially in industry, has not shown a rapid 
increase. 


The best prospects for U.S. exporters to Pakistan are in the sectors Pakistan is 
emphasizing in its development plans. Demand for heavy construction equipment 
continues strong. Pakistan will also be buying some wheat and vegetable oil. Since 
half of Pakistan's imports are financed by foreign assistance much of it from the 
U.S., international lending institutions, and OPEC countries, these assistance 
projects are important sources of market opportunities for U.S. suppliers. For 
projects not funded by foreign assistance, US suppliers who can offer some form of 
credit will have a competitive advantage. END SUMMARY. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Current Economic Conditions 


Pakistan's basic economic situation has changed relatively little in the last 
year. Growth in real GNP in the current fiscal year (1975/76) is likely to exceed 
last year's 3 percent figure, but not by enough to provide more than a small, 
perhaps 1 percent increase in per capita income. 


Agriculture, the most important sector, representing about one-third of GNP and 
some 70 percent of the population, is progressing unevenly this year, but over-all 
production is likely to be up. Prospects are good for a record wheat crop, which 
supplies Pakistan's basic food grain, and rice production also rose somewhat. The 
cotton crop however, was about 20 percent below last year's. 


Industrial production in general seems not to be increasing over last year's level. 
Production in the cotton textile industry, which dominates Pakistan's industrial 
sector, is stagnating with the poor cotton crop adding to the difficulties the 
industry was already facing because of the international recession. The one bright 
spot in this area is the rise in the production of fertilizer, an important element 
in the government's economic strategy. 
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The balance of payments situation continues to be precarious, and is emerging as 
Pakistan's single most serious short and medium term problem. Imports and exports 
thus far in FY 1975/76 are running at about the same rate as they did in the 
corresponding period last year. The prospects are for another trade deficit of 
about $1.2 billion, with imports ($2.3 billion) projected at slightly more than 
twice the value of exports ($1.1 billion). Debt service is likely to exceed 25 per- 
cent of export earnings, despite the debt rescheduling recently agreed on by the US 
and other Consortium countries. The Government hopes to alleviate this problem by 
eliminating imports of wheat and nitrogenous fertilizer through domestic production. 
On the export side, the Government's hopes rest on increased marketing of rice. The 
decline in rice prices, however, has meant that despite a substantial increase in 
the amount of rice exported in FY 1975/76, Pakistan is unlikely to realize any in- 
crease in its export earnings from rice. Pakistan's other major export, cotton and 
cotton textiles, has suffered from the international recession. 


On a more encouraging note, however, the inflation which has plagued Pakistan for 
the past couple of years seems to be abating. Despite a probable increase in in- 
flationary pressures in the next few months, inflation for the year 1975/76 should 
be in the neighborhood of 10-15 percent, well below the 24 percent level recorded 
last year. 


Looking beyond the current year, prospects will depend to an important degree on 
the progress of the Government's substantial efforts at agricultural development. 
The Government has identified the achievement of self-sufficiency in food as its 
top priority for the next few years, and has developed a plan to bring the goal 
within reach by expanding water resources (notably Tarbela Dam, now scheduled to 
come into operation in April) and increased use of fertilizer. 


Also of great importance to future economic development is industrial investment. 
Public sector investment has been increasing substantially for the past two years, 
and we expect this trend to continue. This should result in an increase in capacity 
in public sector industries by FY 1977/78. The key industries being expanded are 
the fertilizer, sugar, steel (particularly the Soviet-aided steel mill), and cement 
industries. 


In the "mixed economy" favored by the Bhutto Government, the sectors in which 
nationalizations were concentrated are primarily reserved for Government enterprises, 
with some participation from foreign private entities. These include most areas of 
heavy industry, petro-chemicals and utilities. The general expectation is that, 
with a few exceptions, large enterprises from now on will be concentrated in the 
public sector. Industrial development in fields other than those reserved for the 
Government, notably small industries and the textile and food processing industries, 
will be developed primarily by private business. The public sector at present 
accounts for some 70 percent of investment in Pakistan. 


Private investment increased in FY 1974/75 compared to the previous year. Statistics 
are not available on private investment during the current fiscal year. Our 
impression is that private investors are still cautious,and that much of the private 
investment is in farm improvement, transportation, residential construction and 
small scale industry. At present large-scale private industry is dominated by 
textiles, and private industrial investment plans will probably be concentrated in 
this area, principally in modernizing and balancing equipment. 


Foreign Assistance 


Fortunately for Pakistan, foreign assistance in the current fiscal year is likely 
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to approach or equal the record $1 billion level achieved in FY 1974/75, thus 
financing most of Pakistan's trade deficit. Approximately half ($508 million) of 
FY 74/75 aid disbursement came from oil exporting countries. Most of the balance 
came from Pakistan's traditional donors, the U.S., the World Bank and its affil- 
iated institutions, the Asian Development Bank, and the other Western countries 
which make up the Aid to Pakistan Consortium. 


The Government of Pakistan hopes that last year's high level of aid from OPEC 
sources will continue. Total commitments made but not yet disbursed from OPEC 
sources totalled over $600 million as of the end of December. But Pakistan recog- 
nizes that the development plans of the oil producers may reduce the funds available 
for aid to Pakistan. It therefore continues to look to the Consortium as its key 
long-term source of aid. 


Foreign aid accounts for a great deal of the investment planned in Pakistan over 

the next few years. US aid has authorized loans for malaria eradication and for a 
fertilizer plant to be financed in cooperation with the Agrico Corporation and other 
aid sources. A recently signed $40 million AID agriculture inputs loan will finance 
primarily imports of phosphatic fertilizer and improved seeds. Further AID loans 
for agricultural inputs are expected. Most of the other activities financed by US 
aid are focused on areas which will directly benefit the poorest segments of 
Pakistan's population. Agriculture, rural primary education, population planning 
and health are the major beneficiary sectors. Concessional wheat sales under PL-480 
reached 465,000 tons in FY 74/75; agreements for 500,000 tons of wheat and 40,000 
tons of vegetable oil have been signed during FY 75/76, US AID is considering a 
technical services loan, which will finance project economic and engineering feasi- 
bility studies by American and other eligible firms for possible projects proposed 
by the Government of Pakistan. 


The World Bank Group has authorized loans for an expansion of the natural gas pipe- 
line system of Sui Northern Gas, a fertilizer plant, and two development banks. 
Loans for livestock development, improved seed production and electric power are 
under consideration. The Asian Development Bank (ADB) is also active in the 
fertilizer field, with loans to the Multan and Mirpur Mathelo fertilizer plants. In 
what is becoming a familiary pattern, both of these projects include some financing 
from OPEC sources. The ADB has also authorized a loan of $22 million for the in- 
stallation of gas turbines for the Karachi Electric Corporation, and one of $25 
million for the Industrial Development Bank of Pakistan (IDBP) for relending to the 
private sector. Other loans under consideration by the ADB include assistance to 
the Lyallpur and Hyderabad water supply schemes, and for construction of three of 
the proposed general and bulk cargo berths at the new Port Qasim near Karachi. 


Projects to be financed by OPEC aid and joint ventures with OPEC country partici- 
pation include an oil refinery, several textile plants, at least two livestock 
projects, a cement plant, and Pakistan's first polyester fibre plant. Some of the 
equipment for these projects will come from the United States. 


Climate for Foreign Investment 


Over the past 12-18 months, the government has taken a number of actions intended 
as a signal to the business community that Pakistan welcomes foreign investment. 
These have included statements to that effect by senior government officials, 
announcements of a fairly liberal policy on compensation in the case of national- 
ization (coupled with assurances that no further nationalizations are under consid- 
eration) and most recently an Ordinance spelling out the government's policy on 
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foreign investment. While these measures may contribute to restoring business 
confidence, this process will at best: take time. The business community continues 
to be cautious in its investment plans, particularly where large ventures are con- 
cerned, and believes that the government regards it with suspicion. The larger 
foreign investors still complain of low profits, price controls and frustrating 
dealings with the government. 


Pakistan's official policy is to welcome foreign investment. In general, the 
government expects potential foreign investors to prove that they have some special 
contribution to make to the Pakistan economy, most commonly substantial capital 
imports, sophisticated technology, or new export markets. 


Political Events Affecting the Economy 


The present parliament's term expires in August 1977, and given the Subcontinental 
tradition of holding elections only during the cold season, the general expectation 
is that they will be held some time during the winter of 1976/77. To some degree, 
therefore, we expect that economic policy decisions in the coming months will be 
designed to make the Bhutto government's record of fostering economic progress and 
improving the general standard of living look good to the electorate. We do not 
expect significant changes in government economic policy in this connection. The 
labor situation is quite stable. 


Pakistan has become more active on the international economic scene in the last six 
months, following its election to the UN Security Council and its selection as one 
of the less developed countries participating in the Conference on International 
Economic Cooperation in Paris. Both of these bodies will provide Pakistan with 
opportunities to strengthen its leadership role within the Third World. and,more 
importantly, to press for its international economic goals, principally increased 
aid for poor countries and improved access to developed country markets for its 
exports. 


Pakistan's relations with India continue to be about the same as they have been for 
the past year. Trade relations are very limited and confined to the public sector. 
Overflights of Pakistan by Indian air lines and vice versa have not been reestablished, 
civil air links have not been restored, and diplomatic relations have not been 

renewed. 


Pakistan reestablished diplomatic relations with Bangladesh in late December 1975, 
in the wake of the ouster of Mujibur Rahman. Although both countries would like to 
see closer relations and are moving in that direction, they realize that Indian 
concerns about the Pakistan-Bangladesh relationship will limit the amount of coop- 
eration possible. Postal and telecommunications links have been restored. Trade 
has not yet been reestablished, but some mutual exploration of possible opportun- 
ities for trade has taken place. Pakistan seems to be hoping to export rice, cotton 
and possibly tobacco to Bangladesh; possible imports from Bangladesh include jute 
and tea. If trade is restored, it will probably be on a relatively modest scale. 


Pakistan's political and economic relations with the Muslim countries continue to be 
close and warm. The oil-producing countries have become a major source of aid and 
official investment, and are an important export market for Pakistan. 





IMPLICATIONS FOR THE UNITED STATES 


Status of US Businesses in Pakistan 


US equity investment in Pakistan totals almost $70 million. US firms are active in 
many different fields, but the biggest concentration is in fertilizer, pharmaceuticals, 
and petroleum marketing and exploration. Most American businesses in Pakistan are 
profitable. Investors in sectors heavily regulated by the government such as energy 
and fertilizer, have complained of difficulty in marketing their products and of 
slowness of their many dealings with the Government. 


After several years in which virtually no new foreign investment actively took place, 
we have recently noticed a slight upturn. Most of the new activity consists of 
expansion by firms already in the Pakistan market. Two local companies with some 

US ownership, Premier Tobacco (Philip Morris) and Rafhan Maize (Corn Products Corp), 
have recently signed rupee loan agreements with the US Overseas Private Investment 
Corporation (OPIC) to help finance their expansions. One major investment by a US 
company in the fertilizer area, supported by World Bank and USAID financing, is also 
under consideration. There is also some interest in locating assembly or manufac- 
turing plants in Pakistan to supply neighboring oil country markets. On the other 
hand, petroleum exploration activities by American and other foreign companies are 
moving rather slowly at present. 


Prospects for US Exporters 


The best prospects for US exporters to Pakistan are in the areas of chemical and 
fertilizer machinery, telecommunications equipment, port equipment, hotel equipment, 
heavy construction equipment, and food processing equipment (such as sugar mills, 
edible oil processing and wheat and rice milling equipment). Engineering and 
consulting services will also be needed in connection with development projects. 
Pakistan's large textile industry will continue to buy imported equipment, although 
the Government is making an effort to build up the local textile machinery industry. 
Pakistan Railway plans to import 15-20 million dollars worth of locomotives annually 
for the next five years. WAPDA purchases of power generation equipment should run 
about 15 million dollars a year over roughly the same period. Wheat imports during 
FY 1975/76 will probably total about 1.5 million tons, much of it supplied from the 
US on concessional terms, but they will probably fall off after that. Imports of 
vegetable oil and tallow, however, will probably remain high. Projects financed by 
US aid, by the international lending institutions (World Bank and Asian Development 
Bank), and by OPEC aid are also an important source of export opportunities for US 
suppliers. The most important of these projects are listed above. 


Because of Pakistan's difficult balance of payments situation and high debt service, 
a crucial element in most export sales is financing. For imports not financed by 
foreign assistance, the government makes prospective importers, both public and 
private sector, look carefully at financing terms, and suppliers who cannot offer 
some form of credit may find themselves at a disadvantage even if their price is 
competitive. 





Telephone Directory of 
Country Marketing Managers 


Commercial and economic information on most trading partners of the United 
States is available from the Bureau of International Commerce, U.S. Depart- 
ment of Commerce. 


The Bureau is organized geographically with a Country Marketing Manager 
responsible for a country or group of countries as listed below. Assistance or 
information about marketing in these countries may be obtained by dialing 
these key people directly: 202-967 plus the given extension. 


Africa Far East 
West and Central Africa 3865 Australia and New 
East and South Africa 4927 Zealand 3646 
Europe East and South Asia 5401 
France and Benelux Japan 2425 
Countries 4504 Southeast Asia 2522 
Germany and Austria 5228 Latin America 
Italy, Greece and Turkey 3944 Brazil, Argentina, 
Nordic Countries 3848 Paraguay and Uruguay 5427 
Spain, Portugal, Switzer- Mexico, Central America 
land and Yugoslavia 2795 and Panama 2314 
United Kingdom and Remainder of South 
Canada 4421 America and Caribbean 
Countries 2995 


Special units within the Department of Commerce have been created to deal 
with particular marketing situations: 


Commerce Action Group for the Near East 


North Africa 5737 
Near East 
Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, Yemen 
Arab Republic 5767 


Iran, Israel, Egypt 3752 
Bureau of East West Trade 


Eastern Europe 2645 
USSR 4655 
Peoples Republic of China 3583 


* U.S. GOVERNMENT PRINTING OFFICE: 1976—210-946/122 3-1 





